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Independent Auditor’s Report

October 30, 2008

To the Township Board
Ellis Township
Cheboygan County, Michigan

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Township of Ellis, as of and for the year ended March 31, 2008, which
collectively comprise the Township's basic financial statements as listed in the table of
contents. These financial statements are the respaonsibility of the Township's managemeant.
Our responsibility is to express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit includes assessing the accounting
principles used and significant estimates made by management, as well as avaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinions.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all
material respects, the financial position of the governmental activities and each major fund of
the Township of Ellis as of March 31, 2008, and the respective changes in financial position
thereof and for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

The management's discussion and analysis and the budgetary comparison schedules, as
identified in the table of contents, are not a required part of the basic financial statements but
are supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inguiries of
management regarding the methods of measurement and presentation of the required
information. However, we did not audit the information and express no opinion on it.

\’in,,\fxm_ Copk (qf(nsar ﬂ{&mamdnr Lk
KESKINE, COOK, MILLER & ALEXANDER, LLP
PO, BOX 962 - r}.ﬁ.‘i'I,.UHI'IJ. MICHIGAN 49734

PHONE (989) 732.7515 « FAX (989) 732.7790

www. keskinecook.com



ELLIS TOWNSHIP
Cheboygan County, Michigan

MANAGEMENT'S DISCUSSTON AN ANALYSIS

"Thiy section of Tllis Township's annual financial report presents our discussion and
analysis of the Township’s financial performance during the fiscal yewr cnded March 31,
2008. Please read it in conjunclion with the financial statements that immediately follow
this section.

Financial Highlights

Assets at March 31, 2008 totaled $333,524.25 for povernmental activities. OF the total,
$51,115.54 represent general revenue (consisting primarily of state shared revenues and
property tuxes), 3282 408 73 from road millage. Qverall expenses for the Township's
govermmental activities were $123,576.21.

The Township has ne outstanding debt. The Township purchased one capital asset during
the fiscal year. Capital asset activity 1s addressed further in a subsequent scetion of the
letter.

Owerview of the Financial Statemoents

This aomual report consists of three parts; 1) management’s discussion and analysis: 2)
the basic [inancial statements; and 3) required supplementary information, The hasic
financial statements include two different kinds of statements that present different vicws
of the Towaship.

The: hirst two statements ave government-wide financial statements and provide both long
and shori-term information about our overall financial status. Thesc staternents present
governmental activities and/or business-type activities. The Township engages in no
business-type activities at this time.

The remaining statements are fund financial statements, which focus on individual parts
of the Township in more detai,

The notes to the financial statements explain some of the information in the statements
angl provide for detailed data.

Required supplementary information further cxplains and supports the financial
statements informatiot with budgetary comparisons.



Government-Wide Financial Statements

The government-wide statements report information about the Township as a whole using
accounting methods vsed by private companics. The Statement of Net Assets includes all
the Township™s asscts and liabilitics. The Statement of Activities records all of the
curreld year revenues and expenses regardiess of when received or paid.

The (wo govemnmment-wide statements report net asscts and how they have changed. Net
assets are the difference between the Township’s assets and liahilities and this is one
method to measuve the Township’s financial health or position.

Over time, incrensesilecreases in an enlity’s net assets id an indicator of whether
financial position is improving or deteriorating.

T'o assess overall health of an entity, you may also have to consider tax base changes and
ather various cconomic conditions.

Fuond Financial Statements

The fund financial satements provide more detailed information about the Township’s
funds, focusing on significant (major) tunds, not the Township as a whole, Funds gre
used to account for specific activities or funding sources. Some funds are required by law
or bond covenants. They may be created by the Township board. Funds ave established to
account for funding and spending of specific financial resources and ta show proper
expenditure of those resourecs,

The Township has Lhe following types of funds:
General Fond

All Township activities, except those required 1o be aecounted for in a separate fund, are
included m the general fund. The fund is presented on the modificd accrual basis, which
15 designed to show short-term financial information. You will note that the differences
between the Township’s government-wide statements and the fund statements are
disclosed to explain the differences between them.  Activities of the general fund arce
financed primurily by state shaved revenue and property tax revenuc,

Road Fund

This fund represents the road expenditures (maintenance and improvements), which are
financed by property tax revenue, This fund is presented on modified acerual method.



Fiduciary Funds

The Township acts as a trustee or fiduciary and is responsible for msuning that the assets
of thege activities are collected and disbursed to the respective entities to which the funds
belong. The Township maintains these funds and is responsible for insaring that the
assets of these activities are spent for their intended purpose and at the divection of those
individuals/orgamzalions to whom Lhe [unds belongs. These activities do not appear in
the Township’s government-wide fnancial statements since the assets do oot belong to
the Township. The Township maintains a Tax Collection Fund in the catsgory.

Fund Analysiy of the Township as 3 Whole;
Net Assets

The Township's povernmental activities net assels inercuased $16,492.24 during the year,
to total $333,524.25.

Financial Analysis of the Township’s Funds

Capital Assets

The Board purchased 3.46 acres of land adjacent to the Township Iall property for the
purchase price of $23,592.00 with a land exchange of (.3 acres (across the road of the
Township Hall).

Contacting Township Monagement

This financial repott is designed to provide our taxpaycrs, creditors with a general

overview of the Township’s finunces and to demonstrate the Township's accountability
for revenues it reeeives. IF you have any questions concerning this report, please contact:

‘Township #lipervisor To%’p Clerk

Jim LaPecr Sheryl Hilliker
7912 Afton Rd. 6916 Cut Off Rd.
Adion, MI 457035 Afton, MI 49705
231-238-9600 231-238-8803



TOWNSHIP OF ELLIS
STATEMENT OF NET ASSETS
MARCH 31, 2008

Primary
Government
Assets
Cash and investments % 335 528
Delingquent fax raceivable 13,019
Accounts receivabla Gae
Capital assets, net 44,182
Total assots 293,478
Liabilities
Accounts payable 328
Total Llahitities 328
MNet Assots
Invasted in capital azsets 44 1892
Restricted for road repair and mainlenance 291,530
Unrestrictad 57,368
Total net assets 5 393,080

see accompanying notes to financial statements



SjUBLLEIRS |Brrueuy oy sapcy Buliueduioose ssg

DB0'CEE = 8007 “LE YE - 513558 19N
OLS'ELE 1002 ' (udy - s13sEE Jay
0BS G, sjesse lau w abueyn
FLF AT

a5 Brusnal SHCaUe|[Sosy
LES'S ISR
BOLGE SNUBASI LRIRLS 21815
205°Z8 save] Apadaig

TSN DADS | BTSN S,

(gog'anL) $ - T - & £IT9l $  LIIFIL & S2NME 1IEUBLEACE 810 ]
(87B"0Z) - - 05zt 8619¢ SHIOW 211QNd
(LoF+Z) - - - 198 FZ AElES DG
(BZF' Z ok T - $ - T 2Ok & JUsllWsnal |eleusn

JUSLIUISADS ALl g

siueficid § SUcaunt

UL A0 SUITIQLILOD SUDIINGUIIUDD S3IALFT sasuadxg
Faewlld puE pue 1oy sabiieyy
SIUBID [BdED siuels Bugeledn
SJ8S5Y JaN W § @a N U2 ADDY WEIDOIJ4
sabuey pue
SNUIAIY

[asuadxy) 1oN

B00Z "LE HIMWYW O30N3 Mv3IA
SAILIAILDY H0 ANdWSLYLS
SIT13 40 dIHENMOL



TOWNSHIP OF ELLIS

BALANCE SHEET
GOVERNMENTAL FUNDS
MARCH 31, 2008

Major Funds
General Roads Total
Assets
Cash and investments g 51,985 % 263,540 F 335,525
Froperty tax recoivahle 2,029 7,990 13,018
Crue from Figuciary Furd 682 . 682
Total assets 57,696 291,530 349 228
Liabilities and Fund Balance
Liabilities:
Accounts payablg 328 - 328
Fund Balances:
Undesignated HY,365 291,530 345,898
Total liabilities and fund balances 3 E76% % 291530 § 349,225

Ser accompanying notes to financial statemenls



TOWNSHIP OF ELLIS
RECONCILIATION OF THE GOVERNMENTAL FUNDE BALANCE SHEET
TQ THE STATEMENT OF NET ASSETS
MARGCH 31, 2008

Tetal fund balance - Governmental Funds (per Balance Sheet - page 7) % 345,895

Ameounts reported for governmental activities in the Statement of Net
Aszsets (page 3) are differant hecauze:

Capilal assets usad in governmental agtivities are not financial resources
and are not reported in the funds 44 192

Teotal net assets of governmental activitias {per Statement of Net Assets -
page 6) $ 393,090

See accompanying nates to financial statements



TOWNSHIP OF ELLIS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL EUNDS
YEAR ENDED MARCH 31, 2008

Major Funds

General Roads Total

Revenues:

Properly taxes 3 25502 % 48486 § 73,988

Other laxes 6,948 - 6,348

State shared revenue 36,709 - 35,709

Chargos for services 5,873 - 3,973

Metro Act - 1,870 1,670

Inlere:st 1,663 6,650 3,521

Oump cards 7,250 - 7,250

Miscellancous revenue 582 . Ho?

Total revenues 88,827 o6, 814 143,641

Exependituras:
current

General government 47,253 - 47,253

Public safely 24,161 ; 24,461

Public works 14,674 13,524 28,198
Capital Outlay 23,557 - 23,692

Total expenditures 108,880 13524 123,504

Excess {deficiency) of revenues aver

expenditures {23,153} 43 290 20137
Fund balance - April 1, 2007 80,521 248,240 328, 761
Fund balance - March 31, 2008 kY 657,368 & 201830 % 248,898

See accompanying notes to financial statements



TOWNSHIP OF ELLIS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
GHANGES IN FUND BALANGE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED MARCH 31, 2008

Net Change in Fund Balances (per Statement of Revenues, Expenditures
and Changes in Fund Balance - Page 9) $ 20,137

Amaunts reported for governmental activities in the Statement of Activities
{page 8) are different because:

Depraciation expense is recorded in the Staterment of Activities, but not
in the fund financial statoements (557)

Change in Net Assets of Governmental Activities (per Statement of
Activities - Page 6) s 19,5580

See accarmpanying notas to financial statements
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TOWNSHIP OF ELLIS
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
MARCH 31, 2008

Aussets
Cash and investments 3 gaz

Liabilities
Pue to other funds 3 Az

See accompanying notes to financial statemants
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NOTE 1:

NOTE 2:

TOWNSHIP OF ELLIS
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

ENTITY

The Township of Ellis is a general law township of the State of Michigan lecated in
Cheboygan County, Michigan. It operates under an electad board and provides
sarvice to its residents in many arcas including conmmunily enrichment and hurman
services.

Tha critaria for determining the various govarnmantal funclions to be included in the
reporling entity's financial staternents include oversight rasponsibility, scope of public
sarvice, and special financing relationships, On this basis, the financial statements
include all of the governmental functions of Elis Township.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting and reperting tramework and the more significant accounting
principles and practices of the Township of Ellis ara discussed in subsequent
sections of lhis Note. The remainder of the Notes are organized to provide
explanations including reguired disclosurcs of the Township's Iinancial activities.

The accounting policies of the Township of Ellis conform to the generally accepted
accounting principles as applicable to governments. The following is a summary of
the more signilicant policies.

Govarnment-Wide Financial Statements

The government-wide financial stalements include the statement of net assats and
the staternent of activities. These sfatements report financlal information for the
Township as & whole, exciuding fiduciary activities such as tax collaction activities.
The eifect of interfund activity has been removed from these statements.
Governmental activities are supported by taxes and intergovernmental revenues.

Tha statarnent of activities reponts the expansas of a given lunction offset by pragram
revenues directly connected with functional programs. A function is an assembly of
similar activities and may include portions of a fund or summarize more than one fund
to capture the expenses and pregram revenues associated wilh a dislinct functional
activity. [Program revenues include: (1) charges for sarvices which report fees, fines
and forfertures, and other charges to users of the Township's services; (2) operating
grants and contributions which finance annual operating aclivities including restricted
investment income; and (3) capital grants and contributions which fund the
acguisltion, construction, of rahabilitation of capital assets and include fees {0
developers. These revenues are subject to externally imposed restrictions to these
pragram uses. Taxes and other revenue sources not included with program
revenues are reported as general revenues.

12



TOWNSHIF OF ELLIS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED MARCH 31, 2008

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Fund Firancial Staterments

Fund financial statemcnts are provided for governmental and fiduciary funds.
Major individual governmental funds are reported in separate ¢alumns, The
measurermant tosus and basis of accounting for the government-wide and fund
financial statements are described in 3 subsequent section of this note.

FUND TYPES AND MAJOR FUNDS
Governmental Funds
The Township repors the following major governmental funds:

General Fund - This fund is used to account for all financial transactions except those
required {o be accounted for In another fund. The fund includes the general
cperating expenditures of the local unit. Revenues are detived prirnarily from
propery taxes, state distributions, and other inter-governmental revenues.

Road Fupnd — This fund is used to account far the financgial activily related to the repair
and rnaintenance of Township roads. Revernues are derived primarily from proparty
taxes,

Other Funds

Fiduciary Funds - These funds are used to account for assets held in trust or as an
agent for othars, Tax collection activitics are recorded in this category, Fidusiary
activilies are not reported in the government-wide financial statements, in accordance
with GASE Statement No. 34.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The financial statements of the Township are prepared in accordance with generally
accopted accounting principles (GAAP). Tha Township applies all relevant
Sovernmental Accounting Standards Board (GASB} pronouncements and applicable
Financlal Accounting Standards Board (FASBE) pronouncements and Accounting
Frinciples Board {APE) opinions issusd on or befora Movember 30, 1989, unless they
conflict with GASB pronouncements. The Township does not apply FASE
pronouncaments or APB opinions issued after November 30, 1989

Government-Wide Financial Statements

The government-wide statements reparl using the economic resources measurement
focus and the sserual basis of accounting generally including the reclassification or
climination of internal activity (between or within funds), However, Internal
eliminations do net include utility services pravided o Township departments.

13



TOWNSHIP OF ELLIS
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
YEAR ENDED MARCH 31, 2008

NOTE 2: SUMMARY OF S|GNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)
Government-Wide Financlal Sfatements (Continued)

Fiduciary fund financial statements alsa report using this same focus and basis of
accounting although internal activity is not eliminated in these statemeants, RBevenues
are recorded when samed and expenses are recorded when a liability is incurred,
regardiess of the timing of related cash flows. Properly tax revenues are recognized
in tha year for which they are levied while grants are recognized when grantor
eligibility requirerments are met.

Governmemai Fund Financial 5tatements

Gavernmental fund financial statements report using the current financial resources
measuremant facus and the modified accrual basis of accounting, Revenuas are
recognized when they are both measurable and available.

Availabla means collectible within the current period or soon enaugh thaereafer to pay
current liabilities. The Township considers revenues to be available if they are
collectad within 60 days of the end of the fiscal year, Expenditures are recorded
when the related fund liability is incurred, except for general obligation bond principal
and interast which arg reported as expenditures in tha year dus,

Major revenue sources susceptible {0 acorual inglude: sales and use taxes, property
taxes, franchise taxes (fees), intergovernmental revenues, and investment Incoma,
In genaral, othar revanues ara recoghized whan cash is received.

Propetrty Tax Hevenues:

Propertics arc assessed as of December 31 and the related property taxes are levied
on Dacemmber 1 of the following year. These taxes are due on February 15
uncollected amounts are subsequantly addead 1o the county delinguent tax roils. A
county revolving fund normally pays the balance of the Township's tax levy by May 314
of each year. In accordance with GASE 33 “Accounting and Financial Reporting

for Manexchange Transactions™, the Township recards the properdy tax revenue when
it becames an enforceable legal claim for the Township. Therefare, all taxes levied
on December 1, 2007, are recorded as revenue in the current year. The Township's
taxable value for the 2007 tax year totaled 326,814,700,

The tax rates for the year ended March 31, 2007, were as follows:

PURFOSE RATE/ASSESSED VALUATION
General 0.9855 mills per $1,000
Road (Vated) 1.8718 mitls per $1,000

14



TOWNSHIP OF ELLIS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED MARCH 31, 2008

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED]

BUDGET

Public Act 821 of 1978 as amended provides that a local unit shall nat incur
expenditures in excess of the amount approprlated. The approved budgets of the
Townzhip for budgetary funds were adopted on an activity level, Budgets are
normaily formulated during January and February of each yaar and a budgat hearing
is held in March. The Board normally adopts the budget prior to April 1; however, for
the fiscal year end March 31, 2008 the Township Board did not adopt their budget
until April 10, 2007. For the fiscal year ended March 31, 2008, tha Township
exparienced no over- expenditures.

CASH AND INVESTMENTS

Cash and investments includes bank deposits, money market accounts, and
certificates of daposits,

RECEIVABLES AND PAYABLES

In general, outstanding balances between funds are reported as "due ta/fram other
funds.” All properly tax receivables are shown as net of allowanee for uncollectible
amaunts.

CAPITAL ASSETS AND DEPRECIATION

The Township's property, plant, and equipment, with usaful lives of more than one
year are stated at historical cost and comprehensively reported in the governments
wide financial statements. Donated assets are stated at fair value an the date
donated. The Township gencrally capitalizes assets with histarical cost of $5,000 or
more as purchase and construction outlays occur. The aosts of narmal meintenance
and repairs that do not add to the asset value or malerially extend useful livas arg nat
capitalized. Capital assets are deprociated using the straight-ine method. When
capital assets are digposed, the cost and applicable accumulatad depraciation are
removed from the respective accounts and the resulting gain or loss is recorded in
operations.

land and construction in progress are not depreciated,

USE OF ESTIMATES

The financial statements have been prepared in conformity with acoounting principles
generally accopted in the United States of America as applicable 1o governments
and, as much, include amounts based on informed estimates and judgements of
manageament with consideration given to materiality. Actual results could differ from
lhose estimates.

15



TOWNSHIP OF ELLIS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED MARCH 31, 2008

NOTE 3: CASH AND INVESTMENTS

Michigan Compiled Laws Section 120,91 (Public Acl 20 of 1943, as amended)
authorizes local governmental units to make deposits and invest in the accounts of
federally insured banks, credit unions, and savings and Ipan associations that have
offices in Michigan. The local unit is allowad to invest in bonds, securifies, and olher
direct obligations of the United States ar any agency or instrumentality of the United
Slates; repurchase agreements:; bankers' acceptances of United States banks;
commercial paper rated within the two highest classifications, which matures not
more than 270 days after the daie of purchase; obligations of the State of Michigan
or its political subdivisions, which aré rated as investrnent grade; and mutual funds
composed of investment vehicles that are legal for direct investrment by logal units of
goveramant in Michigan.

At March 31, 2008, the deposits and investments ware reported in the basic financial
statemants in the following categories:

Governmental  Fiduciary  Tofal Pamary

Activilies Funds CGaverpment
Cazh and investments $ 335,626 g 682 § 336320?

The Township's cash and invesimants cansist entirely of bank deposits as fallows:

Demand deposit accounts k3 1,108

Money market accounts 287,820

Certificates of depasit . A7 TS
336207

NOTE 4;. DEPOQSITS

The bank balance of the Township's deposits is $336,207, of which $100,000 s
covered by federal depository insurance, The remainder was uninsured and
uncallateralized. The Township believes that due to the dollar amounts of cash
deposits and the limits of FRIC insurance, it Is impractical to insure all deposits. As a
result, the Townshlp evaluates each financial inatitution with which it daposits
Township funds and assesses the level of risk of each insfitution; only those
institutions with an acceptable estimated risk level are used as depositories.
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NOTE &:

NOTE 6:

NOTE T:

TOWNSHIP OF ELLIS
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED MARCH 31, 2008

CAPITAL ASSETS

Capital asset activity of the Township's activities was as follows;

Ealanca Ralnnce

Governmantal &g lwites April 1, 2007 Additions Disposals March 31, 200§
Caspiral anrietls being doepredated:

tuildings § 77039 3 - 3 77838
Cspital ausels nel balng deprecisted:

Grounds $ 23552 5 23,592
Accumuiatad depredatian

Bulding and grounda 5 6Aa2 hhY . 7,238
et capital as et 5 44,749 5 {85 % v 5 44,192

Depreciation expanse was entirely charged (o the general government function of the
Township.

INTERFUND RECEIVAEBLE AND PAYABLE

The composition of interfund balances is as follows:

Recelvable Fund Payable Fund Arnournt

General Trust and Agency - Tax Colledien k 682

The balance owing from the Tax Collection Fund to the General Fund resulted frem
funds that were disbursed by the Tax Collection Fund subsequent to year-end.

RISK MANAGEMENT

The Township is exposed to various risks of losses related to torts; theft of, damage
to, and destruction of assets; error and omission; injuries to employees, and natural
disasters. The Township participates in the Michigan Township Participating plan, a
salf insured group. Tha paal is considered a public entity risk pool, The Township
pays annual premiums to the pool for the respeclive insurance coverage, In the
event & pool's total claims and axpenses for a policy year axceed the total normal
annual premiums for said yearg, all members of the pool's policy year may be subject
to special assessment to make up the deficiency. The pool mantaine reinsurance for
claims for each ocourrence with the overall maximum coverage varying depending on
the specific type of coverage of reinsurance, The Toewnship has noi been informed of
any speclal assessments boing required. There were na significant changes in
covaraga,
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TOWNSHIP OF ELL]S
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED MARCH 31, 2008

NOTE 8: PENSION PLAN

The Township contributes to a defined contribution penszion plan through
Municipal Retiremeant, Ing. The Township contributes 8% of all eligible
employees’ wages, During the yvear ended March 31, 2008, The Townshis
contributed 52,824 to the plan on behalf of its employees,
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TOWNSHIP OF ELLIS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED MARCH 31, 2008

Variance
Final From Final
Original Amended Amended
Budget Budget Actual Budget
Rovenuea
Property taxes 3 24500 & 24800 5 25602 § 1,002
Other taxgs £,988 5,968 6,948 (41
State revenue sharing 32,000 32,000 35,709 3,709
Charges for services 8,800 6,800 8,973 2173
Interest 1,200 1,200 1.863 663
Dump cards 7,200 7,200 7,250 20
Miscellancous revenus 400 400 o832 182
Total revenue 79,088 79,088 86 827 7,739
Expenditures
Tawnship board 5,300 5,300 4 288 1,012
Supervicor 5,200 3,200 8,977 223
Elections 1,200 1,200 &11 L5134
Assessor 8,200 9,200 9,112 &8
Clerk 7,700 7,700 7.547 153
Pension 2624 2,624 2,624 -
Board of review 800 200 HB4 16
Treasurer 10,998 10,598 10,558 -
Township hall 30,500 30,500 28,204 1,296
Fire protection 25,000 25,000 24 461 B39
Aftan street lighis 800 800 844 56
Sanitation 18,000 18,000 13,830 4170
Contingency 4 578 4 578 . 4,378
Total expenditures 122,700 122,700 108,980 12,720
Excess {(deficiency) of revenues over
{under) expendituras (43,612) {43,812)  (23,153) 20,459
Fund balance - April 1, 2007 80,521 80,521 80,521 -
Fund balance - March 31, 2008 $ 36,909 % 36909 § S7.36E 3 20,459
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TOWNEZHIP OF ELL|G

STATEMENT OF REVENLUE, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
ROAD FUND
YEAR ENDED MARCH 31, 2008

Variance
Final From Final
Qriginal Amended Amended
Budgat Budget Actual Budget
Revenue
Property Taxes 48,400 48,400 48,488 BB
Metro Act 1,200 1,200 1,870 471()
Intcrest 4,800 4 800 8,658 1,858
Tolal revenue 54,400 A4, 400 56 814 2414
Expenditures
Public works 56,260 56,280 13,524 42 776
Excess {deficiency) of revanus ovar
{under} expenditures {1,850) {1,8350) 43,2590 45,140
Fund balance - Aprl| 1, 2007 243,240 248 240 248,210 -
Fund balance - March 31, 2008 3 246,390 % 248,380 ¢ 201,530 4% 43,140
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Jeffrey B. Cook, CPA
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Curt A, Reppuhn, CPA
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS A L e i
October 30, 2008

To the Township Board
Ellis Township
Cheboygan County, M1

In planning and performing our audit of the financial statements of the governmental activities and the
major fund of the Township of Ellis (the Township) as of and for the year ended March 31, 2008, in
accordance with auditing standards generally accepted in the United States of America, we considered the
Township’s internal control over financial reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the Governmental Unit’s internal control. Our consideration of internal
control included procedures to evaluate the design of controls relevant to an audit of financial statements
and to determine whether they have been implemented, but it did not include procedures to test the
operating effectiveness of controls, and accordingly, was not directed to discovering significant
deficiencies in internal control. Accordingly, we do not express an opinion on the effectiveness of the
Governmental Unit’s internal control,

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. However, as discussed below, we identified certain deficiencies in internal
control that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or a combination of
control deficiencies, that adversely affects the Township's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remole likelihood that a misstatement of the Township’s financial statements that is more
than inconsequential will not be prevented or detected by the entity’s internal control, We consider the
following deficiencies to be significant deficiencies in internal control,

Segregation of Duties

A property designed system of internal control segregates the accounting responsibilities from employees
who have access to physical assets such as cash, investments and payroll, from authorization and approval
of transactions and account reconciliations. The small size of the Township’s staff precludes a complete
segregation of duties resulting in more than a remote risk that material misstatements could occur and not
be detected during normal activities.

Preparation of Financial Statements

The above definition of a significant deficiency includes any condition that adversely affects the ability to
report financial data in accordance with generally accepted accounting principles (“GAAP"). As a matter
of convenience, the Township has always relied upon its auditors to prepare financial statements and
related notes and supplemental schedules for external reporiing in accordance with GAAP. As a
consequence, the Township has not developed the tools and resources necessary to enable its emplovees
to prepare reports in conformity with GAAP in the normal course of performing their assigned functions.
The Township has committed the resources necessary to meet its internal reporting needs. In this regard,
it is not unlike many other Governmental Units of its size.
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This communication is intended solely for the information and uvse of management, the Township of
Ellis's Board of Trastees and others within the erganization, and iz not intended to be and should not be
used by anyone other than these specitied partics.
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October 30, 2008

To the Township Board
Ellis Township
Cheboygan County, MI

We have audited the financial statements of the governmental activities and the major fund of the
Township of Ellis (the Township) for the year ended March 31, 2008, and have issued our report thereon
dated October 30, 2008, Professional standards require that we provide you with the following
information related to our audit.

As stated in our engagement ]mtﬂ[' dat::d May 16 2008 nur respuns:blhiy. as described by professional
standards, is to express opinions about whether the financial statements prepared by management with
your oversight are fairly presented, in all material respects, in conformity with U.S, generally accepted
accounting principles. Our audit of the financial statements does not relieve you or management of your
responsibilities.

nn f the it
We performed the audit according to the planned scope and timing previously communicated to you in
our letter about planning matters on March 11, 2008,

ignificant Audit Findin

Qualitative Aspects of Aecounting Practices

Management is responsible for the selection and use of appropriate accounting policies, The significant
accounting policies used by the Township are described in Note 2 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during 2008,
We noted no transactions entered into by the governmental unit during the year for which there is a lack
of authoritative guidance or consensus, There are no significant transactions that have been recognized in
the financial statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current evenis and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was:

Management’s estimate of accumulated depreciation is based on the estimated useful life of the
assets, We evaluated the key factors and assumptions used to develop the useful life in
determining that it is reasonable in relation to the financial statements taken as a whole,

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement
disclosures are particularly sensitive because of their significance to financial statement users. The most
sensitive disclosure affecting the financial statements was:
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The disclosure of the Township's Measurement Focus and Basis of Accounting pulicy in Note 2
w0 the lnancial staements We evaluaied sianderd governmental accounting policies and
provedures in detenmining the adequacy of the diselosore (rom a nootral, consistent and elear
perspective tor the and user,

Bifftendiies Encouniered in Performing the Awdit
We encountered no significant difficulties in deating with management in performing and completing our
audit,

Corrected and Uncorrected Misstaiemenis

Professional standmds require us 10 accumuldale all known snd likely nifsslatements identified during the
audit, other than those that ave tivial, and communicate them to the appreprate level of mavagemeant.
Managgment has corrected all such misstatements. In adldition, none of 1he misstatements detected as a
result of audit procedures and corrected by management were material, cither individoally or in the
aggregule, to the financial statements taken as o whole,

Lhisagreenents with Managenan

PFer murpnses of this lettar, professional standards define a disagreement with management a3 a linancial
accounling, reparling, or audiling matter, whether or not resolved o our satisfaction, that could be
sipnificant ta the financial statements or the auditor’s report. We arc pleased o reporl thal ne such
disagrecments aross during the course ol our audit.

Munagrement Representations
We have requested cedain representations from mangpement that ane included in the management
repraseniation letter dated October 30, 2008

Muanugement Consultations with Other Independent Accouniants

In some cases, management nay decide to consult with other secoyvntants about auditing and accounting
matters, similar to abtaining 4 “second opinien” on certain situations. If o congultation invelves
applization of un aeeounting principle to the Township's Aoancial stalements or 2 detetmination of the
type of audilor's opinion that may be expressed on those statcments, our professional standards require
the congulting aceguntant o check with ug 10 determine that the consullant has all the relevant facts, To
our knowledge, there were no such consultations with other accountanis.

Other Audit Findings ar fssues
We generally discuss a variety of matters, including the application of accounting prineiples and avdiling
standards, with management cach year prior to rcteation as the govermental unit’s adhlors. However,
these discussions occurred in the normal course of our professional relationship and cur responses were
not 2 condition to our retention.

Sepresation of Duties

A praperty designed system of internal control sepregates the accounting vesponsihiliies from employecs
who have access to physical assely such as cash, investments and payroll, ftom authorization and approval
ol rangactions and account reconciliations. The small size of the Tawnship’s staff precludes 4 complete
segregation of duties resulting in more than a remote risk that material msstatements coudd occur and not
b detected during normal aetivitios,




I"reparation of Financial Siatements

The delinition of a significan( deficiency includes any conditivn that adversely affiets the ability 1o repornt
financial data in accordance with generally accepted accounting prineiples (GAAP).  As 1 matter of
convenience, the Township has always relied upon its auditors to prepare financial stateiments and related
notes and supplemental schedules Tor external reporting in secordance with GAADP, As a consequence,
the Township has not develeped the tools and resources necessary to enahble ils employees (o preparc
reports in conformity with GAAP in the normal course of performing their assipred functions. The
Township has commitied the resources necessary 1o meet its internal reperting needs. In this regard, it is
not unlike many other Governmental Units of its size.

This communteation is intended solely for the information and use of management, the Township of
Ellis’s Board of Trustees and others within the organization, and is not intended (o be and should not be
ngixl by anyone other than these sperificd panties.

Teypeot{ully submilted,
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